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The following is a copy of a statement read into the record 
of the House of Commons Standing Committee on Northern 
Pipelines on February 20, 1979 by Robert L. Pierce, Senior 
Vice President and Chief Financial Officer of Foothills Pipe 
Lines (Yukon) Ltda. 


" CONSTRUCTION SCHEDULE 


Since 1977, the Foothills Pipe Lines companies have performed 
every action and expenditure appropriate to complete construction 
on the timetable of the Agreement between Canada and the United 


States sol America, to enable initial operation by January 1, 1983. 


Nevertheless, the most recent information available from the 
United States companies and Government indicates to Foothilis 
that initial operation will be postponed probably until the 

late fall of 1984. As a consequence, Foothills has established 
using November 1, 41984 as its target date for initial operation. 
This schedule will require starting construction of the pipeline 
for Alaskan gas in early 1982, about two years later than was 


intended when the Agreement was entered. 


Foothills is making moderate adjustments in its staffing and pace 
of pre-construction work and expenditure to minimize the 
additional overhead costs of the extension of the period before 
construction starts, however, the organization which was created 


for the Project is being sustained. 1979 expenses for the 
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Canadian section of the Project were budgeted at over $50 million 
for Foothills and at $64 million for the Northern Pipeline Agency, 


whose expenses are paid directly by Foothills. 


CAPITAL EXPENDITURES EXPECTATION 


Foothills is completing this month a new estimate of the capital 
cost of the Project in Canada. There are several factors which 
will make the new estimate larger than the Filed Capital Costs 

for the pipeline in Canada as shown in the 1977 Agreement, (such 
COxeeCOtual ted sp4 201 tion tor 54-inch pipe). By far the largest 
cost increase factor will be the 20-month deferment of the 
scheduled date of operation, which will inevitably contribute 
poche haeher final cost) through customary inflation in expenditures 


ands greater carrying costs’ in the pre-construction period. 


SOURCES OF DELAY AND PROJECT'S STATUS 


It has been reported accurately that some companies in the United 
States have withheld support from this Project and appear to be 


directing their corporate positions toward its further deferment. 


Also, Foothills acknowledges that the Federal Energy Regulatory 
Commission and other agencies of the United States while strongly 
supporting the Project have not managed to be effective in 

Pact EULaAtane nor texpediting mts anstallation according, to rthe 
1977 Agreement. 


After complete recent review, Foothills believes nevertheless 
that the Project is economically sound and is completely timely. 
The Project was found to be in the national economic interest 
of the United States and of. Canada in 1977 and it appears to 
Foothills that this finding must be even more appropriate in 
light of other developments in 1978 and the first two months of 
LOL. 


Foothills does not expect that any concept of supplying additional 
Canadian gas to the United States as an alternative to the 


Us. connecting its Alaskan gas would conform to public policy 
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jdiweertner  Canteda Or the United States, nor that Mexican gas 
could Interiere with the commitment .of the Government of the 


United States to connect its Alaskan gas supply to its markets. 


OPTION OF PRE-BUILD AND AUXILIARY ALBERTA SUPPLY 


Supposing that the Project is proceeding pursuant to the 
Canada-U.S. Agreement, with a 20-month deferment of operating 
date provided, Foothills understands that the option to pre-build 
the part of the Project downstream from west central Alberta 

and put it in service in 1980 (western leg to California) and 
1981 (eastern leg to Iowa) for shorter term sales of surplus 


Alberta gas is practical and timely. 


This option will depend upon the finding of the National Energy 
Board and the Alberta's Energy Resources Conservation Board that 
there is sufficient surplus Alberta gas supply. The Federal 
Energy Regulatory Commission has already provided an approval 
for the importing of such gas into the United States. Peaks 
acknowledged that the latter approval is still being contested 
in the United States by the U.S. members of the rival Progas 
marketing scheme (former sponsors of contested applications 
versus Foothills) but their actions have not obtained any 


success to date. 


Besides Canadian regulatory approval of export, the other main 
pre-requisite of the option to pre-build and provide auxiliary 
Alberta supply will be assurance that the Project to connect 
Alaskan gas is proceeding pursuant to the 1977 Agreement. The 
main failures in final assurance at present are the reluctance 
of the Alaskan producer companies to contract reserves and the 
apparent difficulty of the Federal Energy Regulatory Commission 
in expediting the United States section of the Project. Foothills 
hopes that both of those situations will be improved during 1979. 
There are no other major problems anticipated by Foothills in 
Other Project aspects within Canada such as economic feasibility, 
findncanes supply sof equipment, “land claims or\construction ‘at 


this time. 
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CONNECTION OF NORTHERN CANADIAN GAS SUPPLY 


The solemn 1977 Agreement between Canada and the United States 
was for a Project which would provide for transportation of 


natural gas from Alaska and from Northern Canada. 


The Project agreed to provides specifically that there is 
SabACrey sCOnLGansporte |.2) billion .cubice feet per day of Northern 
Canadian gas and that United States' shippers of Alaskan gas will 


participate in the costs of connecting the Northern Canadian gas. 


Accordingly, Bill C-25, the Northern Pipeline Act passed in the 
House of Commons in April 1978, provided for a Dempster Line 

to connect Northern Canadian gas. Foothills has agreed and is 
peund sto the Government, of Canada LO sapply for approval to 
install the Dempster Line and to construct this connection for 


Northern Canadian gas if such approval is conferred. 


Other companies in early 1979 have raised the possibility that 
the Dempster Line could be substituted by a Mackenzie Valley 
Poremcasmotloinatiy applved tor by Foothills in 1974), but that 
does not vary the Agreement nor the Act. of Parliament in 
respect of the Dempster Line. Foothills is bound to the 
Government of Canada that all of its Dempster Line obligations 
proceed on schedule. The complete application for the Dempster 
Line will be filed with the National Energy Board before 
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CONFIDENCE OF MANAGEMENT 





In the Foothills' organization there exists a long-experienced 
and realistic corps of Canadian pipeline development management , 
with a record of practical and successful completion of pipeline 
Linancins and construction. Ik is the judgment of this 
management that ''the Pipeline" as defined by the 1977 Agreement 
between Canada and the United States is economically sound and 
is more than timely. The two operating companies which are 
funding Foothills, Westcoast Transmission Company Limited and 
The Alberta Gas Trunk Line Company Limited, are providing 
complete support to "the Pipeline" financially and in every 


other sense of management commitment. This statement has been 
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made with the express approval of chief executive and 


Officers of both companies. ”' 
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Contact: D.I. Narvik (403)231-9149 
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